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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
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OATH OR AFFIRMATION
I, MICHAEL W. KANE , swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
KANE & COMPANY, INC. ' , as
of DECEMBER 31 ,20_05 _, are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

N/A
GEORGIA F. SHAW
Commission # 1504071 M 7/ /&-\4
Notary Public - Catiformnia 7 i
Los Angeles Courdy s Signature MICHAEL W. KANE
. Ex Jul 9, 2000
e PRESIDENT
? Title
7 (/ Notary Public 2z I Siww
This report ** contains (check all applicable boxes):
(a) Facing Page.
(b) Statement of Financial Condition,
(c) Statement of Income (Loss).
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Ll (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors® Capital.

(] (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

O (g) Computation of Net Capital.

O m Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

0 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
O Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. '

O
ad
O

(k} A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

{n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit,

[J (o) Independent Auditors' Report on Internal Accounting Control
**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




OATH OR AFFIRMATION
I, MICHAEL W. KANE , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supportirg schedules pertaining to the firm of
EANE & COMPANY, INC. » as
of DECEMBER 231 ,20_08 _ , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:
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(a) Facing Page.
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(c) Statement of Income (Loss).
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O FOCORRIDR. Cash Flows

O (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

O (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3,

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. '

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

O () An Oath or Affirmation.

g (m) A copy of the SIPC Supplemental Report,
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(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(0) Independent Auditors' Report on Internal Accounting Control
**For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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Goodrich, Goodyear & Hinds

An Accountancy Corporation

The Board of Directors
M. Kane & Company, Inc.
Los Angeles, California

We have audited the accompanying statement of financial condition of M. Kane &
Company, Inc. as of December 31, 2005. This financial statement is the responsibility of the
Company's management. Our responsibility is to express an opinion on this financial statement
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management as well as evaluating the overall financial statement presentation.
Woe believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statement referred to above present fairly, in all material

respects, the financial position of M. Kane & Company, Inc. as of December 31, 2005, in conformity
with accounting principles generally accepted in the United States of America.

Long Beach, California
January 16, 2006




W o o on om o = ™

r

KANE & COMPANY, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2005

Cash and cash equivalents:
Cash in bank
Money market funds

Total cash and cash equivalents

Receivables from customers, non-allowable
Prepaid income taxes

Prepaid insurance

CRD balance

Employee advance

Property and equipment:

Furniture and fixtures $ 190,925

Office equipment 220,868
411,793

Accumulated depreciation (319.413)

Net property and equipment
Total assets
LIABILITIES AND STOCKHOI DER'S EQUITY
Liabilities:
Accounts payable
Accrued interest payable
Liabilities subordinated to claims
of general creditors
Total liabilities

Commitments

Stockholder's equity:
Common stock, no par value per share;

authorized, issued and outstanding — 100 shares $ 10,000
Additional paid-in capital 656,389
Retained eamnings (accumulated deficit) (871.892)

Total stockholder's equity

Total liabilities and stockholder's equity

$ 46,000
136,984

182,984
47,533
671
1,234

853
1,000

$ 326 655

$ 10177
21,981

—200,000
532,158

(205,503)
$ 326655

The accompanying notes are an integral part of these financial statements.
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KANE & COMPANY, INC.
NOTES TO THE FINANCIAL STATEMENT

DECEMBER 31, 2005

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Business
The Company is a registered broker-dealer incorporated under the laws of the State of
California maintaining its only office in Los Angeles, California, and is subject to a minimum
net capital requirement of $100,000 under SEC Rule 15¢3-1. The Company operates
pursuant to the (k)(2)(i) exemptive provision of SEC Rule 15¢3-3 and does not hold customer

funds or securities. The Company's revenue has consisted of fees for advisory services in
connection with mergers and acquisitions as well as underwriting and consulting fees.

Method of Accounting
The Company maintains its books and records on the accrual basis of accounting.
Lise of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires the use of management's estimates. Actual results could differ from those
estimates and such differences could be material.

Property and Equipment
Property and equipment are stated at cost. Depreciation of property and equipment is

provided over their estimated useful lives which is generally five years using the straight-line
method.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid debt
instruments purchased with a maturity of three months or less to be cash equivalents.

SIPC

The SIPC assessments have been determined fairly in accordance with applicable
instructions and were remitted timely.

Income Taxes

v The Company elected S corporation status effective January 1, 1997. Eamnings and losses
after that date have been included in the personal income tax returns of the stockholder and
taxed depending on his personal tax strategies. Accordingly, the Company does not incur
additional income tax obligations, and the financial statements do not include a provision for

| income taxes, with the exception of a 1-1/2% minimum California tax applied to the net
income on all S- corporations.




KANE & COMPANY, INC.
NOTES TO THE FINANCIAL STATEMENT, CONTINUED

DECEMBER 31, 2005

(2)  MONEY MARKET AND INVESTMENTS

Money market funds consist of certain mutual fund investments contained in an investment
portfolio held by a banking institution where funds are swept into and out of the investment
account from the checking account daily, as needed. All such funds are deemed cash
equivalents as of December 31, 2005.

(3. _PENSION PLAN

The Company sponsors a simplified employee pension plan (SEP) that covers all employees
who have been full-time for three years or longer. For 2004, there was no contribution
accrued.

(4)__ LIABILITIES SUBORDINATED TO CLAIMS QF GENFRA[ CREDITORS

The principal stockholder of the Company has advanced funds totalling $500,000 to the
broker/dealer under three "subordinated loan agreements for equity capital.” The first
agreement for $150,000 was originally dated December 29, 1995, and approved by the
National Association of Securities Dealers, Inc. effective as of that date. This agreement has
been renewed and now matures on December 31, 2009, and provides for interest at 6.11%.
The second agreement for $200,000 is dated September 30, 2002, and also matures on
December 31, 2009, providing for interest at 3.75%. The third agreement for $150,000 dated
effective January 31, 2005, matures in December 31, 2009, and provides for interest at 3.75%.
The interest for 2005 for all agreements amounted to $21,981.

2) COMMITMENTS

The Company leases office space under an operating lease expiring February 28, 2011.
Minimum future rentals under this lease for each year and in the aggregate are approximately

e A I G W N G N B N N M mm e

as follows:
Year Ended December 31 —Amount
2006 $ 164,000
2007 170,000
2008 177,000
\ 2009 184,000
2010 191,000
Thereafter —33.000
’ Total lease obligation $_919.000
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KANE & COMPANY, INC.
NOTES TO THE FINANCIAL STATEMENT, CONTINUED

DECEMBER 31, 2005

(6) PROVISION FOR INCOME TAXES

As discussed in Note 1, the Company has elected S-corporation tax status effective as of
January 1, 1997. Therefore, in the current year, only the minimum 1-1/2% California tax has
been provided for. Since the Corporation had a loss for the year, the applicable minimum tax
is not material and has not been provided for.

(Z) NET CAPITAL

The Company is subject to a $100,000 minimum capital requirement under SEC Rule 15¢3-1,
which requires that the ratio of aggregate indebtedness to net capital shall not exceed 15to 1.
Net capital and the related net capital ratio fluctuate on a daily basis; however, as of
December 31, 2005, the net capital was $147,867 which exceeded the required minimum
capital by $47,867 and the aggregate indebtedness to net capital ratio was .22 to 1.



